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SUBJECT: U.S. FIRM PULLS OUT OF SOUTH AUSTRALIAN NATURAL 
GAS PROJECT 

1. A RECENT ANNOUNCEMENT IN HARTEORD, CONNECTICUT, BY 

THE CHAIRMAN OF MAGELLAN PETROLEUM CORPORATION, BENJAMIN 
HEATH, STATED THAT PACIFIC LIGHTING CORPORATION HAD 
TERMINATED ITS AGREEMENT WITH MEGELLAN PETROLEUM AUSTRALIA 
LIMITED TO SUPPLY GAS PROM THE PLANNED BILLION DOLLAR PROJECT AT 
PALM VALLEY. THE ANNOUNCEMENT FURTHER STATED THAT PACIFIC'S 
TERMINATION WAS DUE TO THEIR ASSESSMENT THAT TEST RESULTS 
DID NOT PROVIDE SUFFICIENT RESERVES TO SUPPORT THE PROGRAM 
ENVISAGED IN 1972. IN 1972, PACIPIC LIGHTING OF CALIFORNIA 
ENTERED INTO A CONTRACT WITH MAGELLAN TO PLAN AND ASSESS 
THE DEVELOPMENT OF THE PALM VALLEY NATURAL GAS FIELD. THE 
OBJECTIVE WAS TO LIQUEFY AND EXPORT GAS TO THE UNITED 
STATES. 

2. LATER, IN AUSTRALIA, MAGELLAN'S MANAGING DIRECTOR, ROY 
HOPKINS, STATED THAT THE AUSTRALIAN GOVERNMENT MIGHT BECOME 
A PARTNER IN THE EXPLORATION AND DEVELOPMENT OF THE AREA. 
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THIS WAS FOLLOWED BY THE MINISTER FOR MINERALS AND ENERGY 
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REX CONNOR ANNOUNCING THAT THE GOA WAS VITALLY INTERESTED 
IN NOT ONLY EURTHER DRILLING AT PALM VALLEY, BUT IN 
CONNECTING THE AREA TO THE NATURAL GAS PIPELINE PLANNED 
BY HIS MINISTRY. 

3. COMMENT: DISCUSSIONS WITH TRADE AND SOUTH AUSTRALIAN 
GOVERNMENT SOURCES REVEALTHAT THE REAL REASON PACIEIC 
LIGHTING PULLED OUT WAS BECAUSE OE CONNOR'S ATTITUDE 
TOWARD THE EXPORT OP THE GAS. ENGINEERING REPORTS INDICATE 
RESERVES MIGHT NOT BE AS HIGH AS ANTICIPATED, BUT PROOP OF 
THIS CANNOT BE OBTAINED WITHOUT ADDITIONAL EXPLORATION AND 
DRILLING. THIS REQUIRES CONSIDERBALY MORE INVESTMENT AND 
PACIEIC LIGHTING IS UNWILLING TO RISK ADDITIONAL PUNDS IN 
VIEW OP CONNOR'S NEGATIVE POLICY. INDUSTRY SOURCES SAY THAT 
CONNOR IS DETERMINED TO GO AHEAD WITH IS PLANS POR GOVERNMENT 
CONTROL OP EXPLORATION AND EXPLOITATION IN THIS FIELD AS WELL 
AS THE BUILDING OF THE PIPELINE GRID. SINCE MAGELLAN LACKS 
PUNDS FOR ADDITIONAL EXPLORATION AND DRILLING, IT IS PORCED 
TO ENTER INTO PARTNERSHIP WITH CONNOR, OR CLOSE SHOP. 
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